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Independent Auditor's Renort

To the Honorable Mayor and Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, each major fund

and the aggregate remaining fund information of the City of Rock Rapids, Iowa, as of and for the year ended June

30,2011, which collectively comprise the basic financial statements of the Cþ's primary government as listed in

the table of contents. These financial statements are the responsibility of the Cþ of Rock Rapids' management.

Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes

assessing the accounting principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation. We believe our audit provides a reasonable basis for our opinions,

As described in Note 1, these primary government financial statements \ilere prepared on the basis of cash

receipts and disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted

accounting principles.

The financial statements referred to above include only the primary government of the City of Rock

Rapids, Iowa, which consists of all funds, organizations, institutions, agencies, departments, and offices that

comprise the City's legal entity. The financial statements do not include financial data for the City's legally

separate component units, which accounting principles prepared on the basis of accounting described in Note I

require to be reported with the financial data of the City's primary government. As a result, the primary

government financial statements do not purport to, and do not, present fairly the cash basis financial position of
the reporting entity of the City of Rock Rapids, Iowa, as of June 30, 2011, and the respective changes in cash

basis financial position for the year then ended in conformity with the basis of accounting described in Note l.

In our opinion, the financial statements referred to above present fairly, in all material respects, the

respective cash basis financial position of the governmental activities, each major fund and the aggregate

remaining fund information for the primary government of the City of Rock Rapids, Iowa, as of June 30,2071,
and the respective changes in cash basis financial position for the year then ended in conformity with the basis of
accounting described in Note l.

In accordance with Government Auditing Standards, we have also issued our report dated June 28,2012
on our consideration of the City of Rock Rapids' internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The

purpose of that report is to describe the scope of our testing of internal control over financial reporting and

compliance and the results of that testing and not to provide an opinion on internal control over financial reporting



or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results ofour audit.

Management's Discussion and Analysis and budgetary comparison information for the primary
government on pages 5 through 10 and 26 through 28 are not required parts of the basic primary government
financial statements, but are supplementary information required by the Governmental Accounting Standards

Board. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. Vy'e did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the primary government financial
statements that collectively comprise the Cþ of Rock Rapids' basic financial statements. We previously audited,
in accordance with the standards referred to in the second paragraph of this report, the primary government
financial statements for the six hscal years ended June 30, 2010 (which are not presented herein) and expressed
unqualified opinions on those primary government financial statements which were prepared in conformity with
an other comprehensive basis of accounting. Siebrecht Spitler & De Noble PC (Siebrecht Spitler & De Noble PC
was formally dissolved and De Noble & Company PC is one of the two new companies that was formed directly
from this dissolution) previously audited, in accordance with the standards referred to in the second paragraph of
this report, the primary government financial statements for the two fiscal years ended June 30, 2004 (which are

not presented herein) and expressed unqualified opinions on those primary government financial statements which
v/ere prepared in conformity with an other comprehensive basis of accounting. Other supplementary information
included in Schedules 1 through 4 is presented for purposes of additional analysis and is not a required part of the
basic primary government financial statements. Such information has been subjected to the auditing procedures
applied in our audit of the basic primary government financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic primary government financial statements taken as a whole.

lu$û+t, e, CoWPc,,
De Noble & Company PC
Certifi ed Public Accountants

June28,2072
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M.A,I\AGEMENT'S DISCUSSION AI\D ANALYSIS

The City of Rock Rapids provides this Management's Discussion and Analysis of its primary government

financial statements. This narrative overview and analysis of the financial activities is for the fiscal year ended

June 30, 2011. We encourage readers to consider this information in conjunction with the City's primary
govemment financial statements, which follow.

201 1 FINANCHL IIIGHLIGHTS

Receipts of the City's governmental activities decreased 34.7o/o, or $1,585,182, from frscal2010 to fiscal
2011. Charges for services decreased $214,880; operating grants, contributions and restricted interest
inc¡eased 524,731; property and other city tax increased $191,090; tax increment financing increased by
$53,518; and capital loan note proceeds decreased 51,675,000; and other general revenues increased by
s26,796.

Disbursements decreased 23.0%o, or $990,356, in fiscal year 2011 from fiscal year 2010. The largest
decreases were in the Public Works, Debt Service and Capital Projects functions which decreased by
5220,197, $3 8 3, 5 98 and $417,21 1 respectively.

The City's total cash basis net assets from governmental activities decreased by lI.4%o, or $338,248, from
June 30,2010 to June 30,2011. This decrease is due primarily to a decrease in capital loan note
proceeds, in the amount of S1,675,000, from fiscal year 2010. The fiscal year 20ll decrease compares to
an increase of$256,578 during the 2010 fiscal year.

USING TIIIS A}ÍNUAL REPORT

The annual report consists of a series of financial statements and other information as follows:

Management's Discussion and Analysis introduces the basic primary govemment financial statements

and provides an anallical overview of the City's financial activities.

The Government-Wide Financial Statement consists of a Statement of Activities and Net Assets -
Primary Govemment. This statement provides information about the activities of the City's primary
government as a whole and presents an overall view of the City's finances.

The Fund Financial Statement tells how govemmental services were financed in the short term as well as

what remains for future spending. Fund financial statement reports the City's primary government

operations in more detail than the govemment-wide statement by providing information about the most

significant primary government funds.

Notes to Financial Statements provide additional information essential to a full understanding of the data

provided in the basic primary govemment financial statements.

Required Supplementary Information further explains and supports the financial statements with a

comparison of the City's budget for the year.

Other Supplementary Information provides detailed information about the nonmajor govemmental funds

of the City's primary government.

o

a

a
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Basis of Accounting

The City maintains its financial records on the basis of cash receipts and disbursements and the primary
govemment hnancial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable and accrued items. Accordingly, the primary govemment
financial statements do not present financial position and results of operations of the funds in accordance with
U.S. generally accepted accounting principles. Therefore, when reviewing the financial information and
discussion within this annual report, readers should keep in mind the limitations resulting from the use of the cash

basis ofaccounting,

REPORTING THE CITY'S T'INANCIAL ACTTVITIES

Government-Wide Financial Statement

One of the most important questions asked about the City's finances is, "Is the City as a whole better off
or \ryorse off as a result of the year's activities?" The Statement of Activities and Net Assets - Primary
Govemment reports information which helps answer this question.

The Statement of Activities and Net Assets - Primary Government presents the City's primary
government net assets. Over time, increases or decreases in the City's net assets may serve as a useful indicator
of whether the financial position of the City is improving or deteriorating.

The Statement of Activities and Net Assets - Primary Govemment consists only of governmental
activities. Business type activities, consisting of electric, water, wastewater, gas and communications, are

conducted by the Rock Rapids Municipal Utilities and reported separately. Business type activities are financed
primarily by user charges. To obtain the frnancial information on the Municipal Utilities, please contact the
Municipal Utilities office. A copy of the Municipal Utilities' audit report is available for the public's review.

Governmental activities include public safety, public works, culture and recreation, community and
economic development, general govemment, debt service and capital projects. Program receipts; property taxes;

tax increment financing; and local option sales taxes finance most of these activities.

Fund Financial Statements

The primary govemment of the City of Rock Rapids uses goveÍimental funds only. Proprietary funds are

used to account for business type activities and, as noted above, are conducted by the Rock Rapids Municipal
Utilities, which is reported separately.

Govemmental funds account for most of the City's basic services. These focus on how money flows into
and out of those funds, and the balances at year-end that are available for spending. The governmental funds
include: (1) the General Fund; (2) the Special Revenue Funds, such as Road Use Tax, Employee Benefits, Local
Option Sales Tax, Urban Renewal Tax Increment, Revolving Loan and Library Memorial Trust; (3) the Debt
Service Fund; (4) the Capital Projects Fund; and (5) the Permanent Funds, such as Library Endowment and

Cemetery Perpetual Care. The governmental funds primary government financial statement provides a detailed,
short-term view of the City's general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be spent in the near
future to finance the City's programs.

The required financial statement for governmental funds is a Statement of Cash Receipts, Disbursements
and Changes in Cash Balances - Primary Govemment.
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GOVERNMENT-WIDE FINAI\CIAL ANALYSIS

Net assets m¿Ìy serve over time as a useful indicator of financial position. Over the past year, the City's
cash balance for primary government governmental activities decreased from $2,964,976 to 52,626,728. The

analysis that follows focuses on changes in cash basis net assets for governmental activities.

Changes in Cash Basis of Net Assets of Governmental Activities

Year Ending June 30,

20tr 20r0
Receipts:

Program Receipts:
Charges for Service
Operating Grants, Contributions and Restricted Interest
CaplÍal Grants, Contributions and Restricted Interest

General Receipts:
Property and Other City Tax
Tax Increment Financing
Local Option Sales Tax
Capital Loan Note Proceeds
Grants and Contributions Not Restricted
To Specihc Purpose

Unrestricted Investment Earnings
Rents
Revolving Loan Principal Payments
Sale of Assets
Other General Receipts

Total Receipts 2,984,328 4,569,570

s 479,712
404,652
224,433

1,322,992
177,782
t84,523

0

78,I9I
6,682

27,456
31,163
16,575

s 693,992
379,921
236,70r

r,l5l,gg2
124,264
r77,948

i,675,000

30 777

73,93r
18,845
26,090
2,645
4,300
3,981

Disbursements:
Public Safety
Public Works
Culture and Recreation
Community and Economic Development
General Govemment
Debt Service
Capital Projects

Total Disbursements

329,798
665,723
507,794
372,628
192,748
563,290
690,595

275,426
885,920
592,245
290,526
2r4,72t
946,888

1,107,806
3,322,576 4,312,932

Increase (Decrease) in Cash Basis Net Assets ( 338,248) 256,578

Cash Basis Net Assets Beginning of Year

Cash Basis Net Assets End of Year

2,964,976 2,708,398

s 2,626,728 g 2,964,976

The City's total receipts for governmental activities decreasedby 34.7%, or $1,585,182. The total cost of
all programs and services decreased by 5990,356, or 23.0%o. The decrease in receipts was mainly the result of the

following: (1) a decrease in capital loan note proceeds for financing of a street construction project and for early
retirement of two outstanding bond issues; and (2) a decrease in charges for services due to a reduction in
collections of special assessments for street improvement projects. This decrease in comparison to the previous
fiscal year was offset by increases in the following: (1) an increase in grants, contributions and ¡estricted interest
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due to receipt of USDA grants for purchase of fire equipment and economic development; to help fund a
revolving loan program; and (2) an increase in property and other city taxes of $171,090, due to an increase by
approximately lL6Yo, in the regular taxable valuation of property.

The cost of all governmental activities this year was 53,322,576, compared to $4,312,932 last year. The
decrease in disbursements during the fiscal year was mainly due to the following: (1) a decrease in street
construction projects and related costs (capital projects function); (2) a decrease in debt service disbursements
(due to refinancing of callable debt during the previous year); (3) a decrease in land and equipment purchases

þublic works function); and (4) a decrease in park improvement costs (culture and recreation function). This
decrease, in comparison to the previous year, was partially offset by the following: (1) an increase in purchases of
fire equipment þublic safety function); and (2) an ircrease in tax increment financing disbursements (community
and economic development function).

The amount taxpayers ultimately financed forthese activities was only 52,274,379, because some of the
cost was paid by those who directly benehted from the programs ($479,112) or by other governments and
organizations that subsidized certain programs with grants, contributions and restricted interest ($629,085). The
City paid for the remaining "public benefit" portion of governmental activities with other receipts such as

property taxes, tax increment financing, local option sales tax, general entitlements, unrestricted investment
eamings, rents, revolving loan principal payments, sale of assets and other miscellaneous revenues.

INDIVDUAL MAJOR GOVERNMENTAL FT]ND ANALYSIS

As the City of Rock Rapids completed the year, its primary government govemmental funds reported a
combined cash balance of 52,626,728, a decrease of $338,248 from last year's total of $2,964,976. The following
are the major reasons for the changes in fund balances of the major funds from the prior year.

The General Fund cash balance increased by 5125,628, from $665,660 to $791,288 at June 30,2011.
This compares to a $35,834 decrease in the prior fiscal year. Receipts and other financing sources

decreased from the prior fiscal year by 568,229. This decrease was mainly due to a decrease of 5131,927
in transfers in from the Local Option Sales Tax Fund as well as a decrease of $41,368 in Iowa DOT grant
funding for airport improvements. These decreases were partially offset by increases of $45,000 in
USDA grant funding for purchase of fire equipment and $25,035 for hail damage reimbursement and

$16,575 for the sale of oid fire equipment and some real estate. Disbursements and other flrnancing uses

decreased from the prior fiscal year by 5229,691 due to the following: a decrease of 5179,225 in the
public works function due decreases for airport improvements and land purchase from the previous year;
a decrease of $81,599 in the culture and recreation function due to decreases for park and community
center improvements from the previous year; a decrease of $24,135 in the general government function
mainly due to the purchase of computer software during the previous year. These decreases were
partially offset by an increase in the public safety function by $49,829 due to purchase of fire equipment
this fiscal year.

a

a

a

a

The Special Revenue Road Use Tax Fund cash balance decreased by $89,710, from $430,662 to 5340,952
at J-une 30, 20II. This compares to a $i40,494 decrease the prior f,rscal year. The reciuction in the
decrease from the previous year is due primarily to a reduction in disbursements for capital equipment
from the previous year receipts were consistent with the prior fiscal year.

The Library Memorial Trust Fund increased by $8,733 from $331,626 to $340,359 at June 30, 2071. This
compares to a $17,859 the prior fiscal year. The reduction in the increase is due to fewer donations
received and a drop in interest earned.

The Debt Service Fund cash balance increased by Ê76,976, from $82,487 to $159,463, at June 30, 2011.
This compares to an increase by $39,001 during the prior fiscal year. There was a decrease in receipts
from the prior year's general obligation capital loan notes proceeds of $465,000 for the purpose of
refinancing outstanding bonds \ryere more than offset by increases in property and other city taxes and
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special assessments of $64,007 and $51,298 respectively; also disbursements decreased mainly due to
decreases in payments on long term debt principal by $390,000 due to early debt retirement during the
prior fiscal year.

a The Capital Projects Fund cash balance decreased $518,327, from $1,245,725 to $727,398 at June 30,

2011. This compares to an increase of 5544,341 the prior fiscal year. Receipts and other financing
sources decreased by $1,479,879 mostly due to decreases of $1,210,000 and $295,534 for note proceeds

and special assessment collections, respectively. Disbursements decreased by $417,211 due to decreases

in street and sewer construction project costs.

BTID GETARY HIGIILIGHTS

The City did not amend its portion of the certified budget during the 2071 fiscal year.

Actual receipts came in 9258,642, or 8.0Yo, below budget for the City only portion of the certified budget.
Miscellaneous receipts came in $185,169 or 44.7%o, below budget due primarily to budgeting high for
reimbursements and donations. Intergovernmental receipts came in $149,779, or 21.5%o, below budget due

primarily to having budgeted for total receipts for Municipal Housing Agency, a separate legal entity, for which
the City always includes an estimate for receipts and disbursements, but never includes any actual figures.

Disbursements came in $ I , I 3 7,02 4, or 25 .5%o, below budget. All functions came in below budget for the

City only portion of the certified budget. Disbursements for culture and recreation came in $184,514, or 26.7%o,

below budget due primarily to budgeting for recreational projects that didn't get completed during the fiscal year.

Disbursements for community and economic development came in $205,793, or 365.6Yo, below budget due

primarily to having budgeted for total disbursements for the Municipal Housing Agency, a separate legal entþ,
for which the City always includes an estimate for receipts and disbursements, but never includes any actual
figures. Disbursements for capital projects came in $515,405, or 42.7%o, below budget due to delay in the start of
construction of a storm water detention basin. The net cash change for the fiscal year came in $894,957 better
than budgeted for the City only portion of the certified budget.

DEBT ADMINISTRATION

At June 30, 2011, the City had $3,635,000 in notes, bonds and other long-term debt, compared to

$4,070,000 last year, as shown below:

Outstandins Debt at Year-End

June 30,
TYPE OF DEBT 20tr 20t0

General Obligation Capital Loan Notes
Grant Anticipation Capital Loan Notes

Total Long Term Debt s_3-635-000 14*070-000

$ 3,465,000
170.000

$ 3,850,000
220.000

The City Council issued no additional debt duringthe20ll fiscal year.

The Constitution of the State of Iowa limits the amount of general obligation debt cities can issue to five
percent of the assessed value of all øxable propefy within the City's corporate limits. The City's outstanding

9



general obligation debt of $3,465,000 (total debt of $3,635,000 minus grant anticipation notes of $170,000) is
adequately below its constitutional debt limit of $6,033,493.

More detailed information about the City's long-term debt is presented in Note 3 to the financial
statements.

ECONOiVtrC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The elected and appointed officials and citizens of the City of Rock Rapids considered many factors when
setting the fiscal year 2012 budget, tax rates and fees that will be charged for various City activities. Among
these factors is the growing disparity between the tax obligations of residential and commereiaUindustrial
propeúy.

Under the rollback factor, residential property was taxed at 46.9%o of actual value for the 20 1 I fiscal year
and increases to 48.5Yo, for the 2012 frscal year. Commercial and industrial property remains taxed at 700yo,

resulting in an ongoing disparity between the rates for commercial and industrial property, respectively and the
rate for residential property.

The resulting disproportionate share of taxes levied on commercial and industrial property adds to the
challenges of competing with bordering states in economic development activities. As a remedy, a freezing of the
residential rollback factor, coupled with a decrease in the commerciaVindustrial rollback factor, would bring the
latter closer to the rates applicable to residential property.

These indicators were taken into account when adopting the budget for fiscal year 2012. In recent years,

the City has worked to control tax rates by implementing certain structural changes and greater reliance on
alternate sources of revenue. While the regular tax rate will remain the same from fiscal year 20ll to 2012, the
regular taxable valuation (excluding Ag Land) decreases by $222,380, or 0.3Yo, resulting in a project decrease of
83,877 in property and other city tax revenues (excluding Local Option Sales Taxes). This is offset by the actual
increase of approxirnately $ I 7 I ,000, or 14.gyo, in property taxes collected for flrscal year 201 I . Without including
capital improvements, the 2012 fiscal year budget provides for a deficit of approximately $55,000. However, this
budget also allows the City to maintain an adequate cash reserye due to having accumulated surplus cash reserves

in recent years.

CONTACTING THE CITY'S F'INANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general
overview of the City's finances and to show the City's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact Jordan Kordahl, Cþ Administrator,
310 South 3'd Avenue, Rock Rapids, Iowa 51246.
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Exhibit A
City of RockRapids

Statement of Activities and Net Assets - Cash Basis
Primary Government

As of and for the Year Ended June 30, 2011

Program Receipts

Operating Grants, Capital Grants

Contributions Contributions

and Restricted and Restricted

Interest úrterest

Net (Disbursements)

Receipts and Changes in
Cash Basis Net Assets

Govemmental

Activities

FunctionsÆrograms:
Govemmental Activities :

Public Safety

Public Works
Culture and Recreation

Community and Economic Development

General Government

Debt Service

Capital Projects

Total Govemmental Activities s 3,322,s16 479,112

45,000

0

29,791

0

0

74,052

75,590

404,6s2 224,433

Disbursements

329,798

665,723

507,794

372,628

192,748

563,290

690.s95

Charges for
Service

$ 7,314
253,090

96,1 15

4,977

31

6t,r07
56,478

52,079

247,t96
42,677

38,208

23,078

1,474

0

(225,405)
(t65,437)
(339,2t1)
(329,443)
(t69,639)
(426,717)
(ss8.s27)

(2,214,379)



,ner:al Receipts:
Propêrty and Other Cþ Tax Levied for:

Generat Purposes

Employee Beneûts

Debt Servioe

Tær Inüement Finarroing

Local Option Sales Tær

Gîants and Conûributions not Re-süicted to Specific Purpose

Unresticted Interest on hrvesûnents

Rents

Perpetual Cemetery eare - Sale oflots
Revolving Loan Principal Paylrrents

Sale of Asse-ts

Miscsllaneous/Insuranae Proc'eeds

Total General Receþ1s

Change in Cash Basis Net Assets

Cash Basis Net Assets Beginning of Year

Cash Basis Net Assets End of Year

CashBasis Net Assets

REshíoted:

None¡pendable - LibraryEndowment & Cemeæry Perpetual Care

Expondable -
Road Use Tax (Sheets)

Library Frojects

Dett Services

Capital Projects

Other Purposos

Umestricted

Total Cash Basis Net Assets

618,830

200.Asg

503,693

177,782

184,523

78i,tgl
6,6p

27,456
5,700

3r,163
16,515

25.0,:17

$

s

1.876.131

(338,248)

2,964,976

2-626.728

56,880

340,952

340,359

759,463

727,398
210,388

79L,288

$

See Notes 16 financial Statements.
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Exhibit B
City of RockRapids

Statement of Cash Receipts, I)isbursements, and Changes in Cash Balances
Governmental Funds
Primary Government

As of and for the Year Ended June 30,2011

Special Revenue

Receipts:
Property Talr
Tax Increment Financing
Other City Tax
Licenses and Permits

Use of Money and Property
Intergovernmental
Charges for Service

Special Assessments

Miscellaneous
Total Receipts

Disbursements:

Operatíng:

Public Safety
Public Works
Culture and Recreation

Community and Economic Development
General Govemment

Debt Service

Capital Projects
Total Disbursements

0

0

0

0

4,906

247,196
0

775
2.089

1,320,420
177,782
187,085

8,594
50,243

546,418
329,933
118,360

228.918

General

g 617,594
0

1,236

8,594
29,332

205,174
329,933

0

I 10.867

Road

Use
Tax

Library
Memorial

Trust
Debt

Service

502,767

0

926
0

1,414

0

0

61,r07
74.052

Capital
Proiects

5

0

0

0

0

59

0

0

0

4.t51

0

0

577

0

0

0

0

0

0
0
0

7,042
68,548

0

56,478

0

Nonmajor
Governmental

Funds Total

200,059
177,782

184,923
0

2,490
25,500

0

0

37.7s9
628-513 2.967 -753r.302.730 254.866

305,926
277,504
462,260
137,578
160,409

0

0

9.310 640.266 t32.068

s77 563.290 690.595

329,798
665,723

507,794
372,628
192,748
563,290
690.59s

393.555 3.322.576

J

0

30,882

30.882

0

0

0

0

0

,290
0

0

0

0

0

0

0

23,872
57,337

44,957

235,050
32,339

0

0

0

0

0

0

0

563

690.595
1 ,34J ,677 J
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Excess (Deficiency) of Receipts

Over (Under) Disbursements

Other Financing Sources (Uses):

Sale of Capital Assets

Operating Transfers ln
Operating Transfers Out

Total Other Financing Sowces (Uses)

Net Change in Cash Balances

Cash Balances Beginning of Year

Cash Balances End of Year

Cash Basis Fund Balances

Nonspendable - Library Endowment

& Cemetary Perpetual Care

Restricted for:
Road Use Tax (Streets)

Library Projects

Debt Service

Capital Projects

Other Purposes

Committed
Assigned
Unassigned
Total Cash Basis Fund Balances

ø0947\ (76.010 8.733 76.976 ló58.527\ 234.958 ß54.823\

16,575

150,000

0

166-575 (13-694\

125,628

66s.660

(89,710)

430.662

0

8,733

337.626

76,976

82.487

(5r8,327)

t.245,725

0

0
(176,s06)

58,452

208,816

16,575

190,200
(190,200)

(338,248)

2.964.976

3(

0

0

,694

0

0

0

0

0

0

40,200

0 40-200 1176.506) t6-575

0

0

$ 791,288 340,952 340,359 159,463 727398 267,268 2,626,728

0 56,880 56,8800$0

340

0

0

0

59,463

0

0

0

0

0

0

0

0

0

,398
0

0

0

0

0

0

0

0

0

49,903
404,531
336.854

340,952
340,359
159,463
727,398
210,388

49,903
404,531
336,854

,952
0

0

0

0

0

0

0

340
0

,359
0

0

0

0

0

0

0

0

0

0

0,388

0

0

0

I
727

2l

$ 791,288 340,952 340,359 t59,463 727,398 267,268 2,626,728

See Notes to Financial Statements.

l5



City of Rock Rapids

Notes to Primary Government Financial Statements

June 30, 201 1

(1) Summary of Significant Accounting Policies

The City of Rock Rapids is a political subdivision of the State of Iowa located in Lyon County. It was first
incorporated in 1885 and operates under the Home Rule provisions of the Constitution of Iowa. The City
operates under the Mayor-Council form of government with the Mayor and Council Members elected on a non-
partisan basis. The City provides numerous services to citizens including public safety, public works, culture
and recreation, coÍununity and economic development, and general government services.

A. Reporting Entity

For financial reporting purposes, the City of Rock Rapids has included all funds, orgatizaÍions, agencies,

boards, commissions, and authorities of the primary govemment. The City has also considered all
potential component units for which it is financially accountable and other organizations for which the

nature and signifrcance of their relationship with the City are such that exclusion would cause the City's
financial statements to be misleading or incomplete. The Governmental Accounting Standards Board has

set forth criteria to be considered in determining hnancial accountability. These criteria include

appointing a voting majority of an organization's governing body and (1) the ability of the City to impose

its will on that organization or (2) the potential for the organization to provide specif,rc benefits to or
impose specific financial burdens on the City.

These financial statements present the City of Rock Rapids (the primary government). As noted in the
Independent Auditor's Report, the component units discussed below are not included in the frnancial
statements. The primary government hnancial statements, because they do not include the financial data

of component units of the City of Rock Rapids, do not purport to, and do not present fairly the cash basis

financial position of the reporting entity of the City of Rock Rapids, Iowa, as of June 30,2011, and the
changes in cash basis financial position for the year then ended in conformity with the basis of accounting
described here in Note 1.

Component Units - If it were not for the City of Rock Rapids preparing fmancial statements of the primary
government only, the Rock Rapids Municipal Utilities and the Rock Rapids Municipal Housing Agency

would be included as part of the City's reporting entity because of the significance of each organization's
operational or financial relationship with the City. The Rock Rapids Municipal Utilities and the Rock
Rapids Municipal Housing Agency would be presented as discretely presented component units in a

separate column in the Statement of Activities and Net Assets - Cash Basis to emphasize that each is

legally separate from the City, but are financially accountable to the City, or whose relationships with the
City are such that exclusion would cause the City's financial statements to be misleading or incomplete.

The Municipal Utilities is govemed by a three-member board appointed by the Mayor and approved by the
City Council and the Municipal Utilities operating budget is approved by the City Council. To obtain the

financial information on the Municipal Utilities, please contact the Municipal Utilities' office. A copy of
the Municipal Utilities' audit report is available for the public's review. The Rock Rapids Municipal
Housing Agency is governed by a five-member board appointed by the Mayor and City Council and the

City has the ability to impose its will on the Housing Agency by influencing the programs, projects,

activities and level of services performed/provided by the Housing Agency. To obtain financial
information on the Housing Agency, please contact the Chamber of Commerce/IVlunicipal Housing office.

The City of Rock rapids received $178,700 from the Rock Rapids Municipal Utilities during the fiscal year

ended June 30,20i1 ($173,418 is intergovernmental receipts and $5,280 is charges for service). Of the

$173,418 in intergovernmental receipts from the Rock Rapids Municipal Utilities, $101,195 is donations,
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$3,675 is for the Utilities share of the joint residential housing demolition project, and $68,548 is a
reimbursement for the Utilities share of a construction contract. The City of Rock Rapids paid the Rock
Rapids Municipal Utilities $5,000 for rent and $11,805 for garbagehecycling billing and collection
services. The City of Rock Rapids received 56,278 in intergovernmental receipts (payment in lieu of
taxes) from the Rock Rapids Municipal Housing Agency during the fiscal year ended June 30, 2011. The
City of Rock Rapids did not pay any money to the Rock Rapids Municipal Housing Agency during the

fiscal year ended June 30, 201 1.

Jointly Governed Organizations - The City also participates in several jointly governed organizations that
provide goods or services to the citizemy of the City but do not meet the criteria of a joint venture since

there is no ongoing financial interest or responsibility by the participating govemments. City officials are

members of the following boards and commissions: Lyon County Assessor's Conference Board, Lyon
County Joint E91l Service Board, Lyon County Emergency Management Commission, the Northwest
Iowa Area Solid Waste Agency, the Lyon County Economic Development Consortium, the Northwest
Iowa Regional Housing Authority and the Hazardous Material Response Commission (HAZMAT).
During the fiscal year ended June 30, 201 1 , the City did not contribute any money to the Assessor, E91 1 ,

Emergency Management, Economic Development Consortium, the Northwest Iowa Area Solid Waste
Agency, the Northwest Iowa Regional Housing Authority or HAZMAT.

B. Basis of Presentation

Government-Wide Financial Statement - The Statement of Activities and Net Assets - Primary
Govemment reports inforrnation on all of the nonfiduciary activities of the City's primary government.

For the most part, the effect of interfund activity has been removed from this statement. This financial
statement reports governmental activities which are supported to a significant extent by tax and

intergovernmental revenues.

The Statement of Activities and Net Assets - Primary Government presents the City's primary government

nonfrduciary net assets. Net assets are reported in the following categories/components:

Nonexpendable restricted net assets are subject to extemally imposed stipulations which
require them to be maintained permanently by the City, including the City's Permanent
Funds (the Library Endowment and Cemetery Perpetual Care Funds).

Expendable restricted net assets result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutional provisions or enabling
legislation (Special Revenue Funds).

(Jnrestricted net assets consist of net assets not meeting the definition of the preceding

categories. Unrestricted net assets often have constraints on resources imposed by
management, which can be removed or modified (General Fund).

The Statement of Activities and Net Assets - Primary Govemment demonstrates the degree to which the

direct disbursements of a given function are ofßet by program receipts. Direct disbursements are those

clearly identifiable with a specific function. Program receipts include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given

function and 2) grants, contributions and interest on investments restricted to meeting the operational or
capital requirements of a particular function. Property tax and other items not properly included among
program receipts are reported instead as general receipts.

Fund Financial Statement - A separate financial statement is provided for the primary government

govemmental funds. Major individual governmental funds are reported as separate columns in the fund
financial statement. All remaining govemmental funds ara agglegated and reported as nonmajor
govemmental funds.
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The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the fixed charges and the capital
improvement costs not paid from other funds.

Special Revenue:

The Road Use Tax Fund is used to account for road construction and maintenance.

The Library Memorial Trust Fund is used to account for library projects financed by
donations and investment income.

The Debt Service Fund is utilized to account for the payment of interest and principal on the City's
general obligation and grant anticipation long-term debt.

The Capital Projects Fund is utilized to account for all resources used in the acquisition and/or
construction of major capital equipment and facilities for the City.

C. Measurement Focus and Basis of Accounting

The City of Rock Rapids maintains its financial records on the basis of cash receipts and disbursements and
the primary government financial statements of the City are prepared on that basis. The cash basis of
accounting does not give effect to accounts receivable, accounts payable and accrued items. Accordingly,
the primary govemment financial statements do not present financial position and results of operations of
the funds in accordance with U.S. generally accepted accounting principles.

Under the terms of grant agreements, the City may fund certain programs by a combination of specific
cost-reimbursement grants, categorical block grants and general receipts. Thus, when program
disbursements are paid, there are both restricted and unrestricted cash basis net assets available to finance
the program. It is the City's policy to first apply cost-reimbursement grant resources to such programs,
followed by categorical block grants and then by general receipts.

When a disbursement in govemmental funds can be paid using either restricted or unrestricted rssources,
the City's policy is generally to first apply the disbursement toward restricted fund balance and then to
less-restrictive classif,rcations - committed, assigned and then unassigned fund balances.

D. Governmental Cash Basis Fund Balances

In the governmental fund financial statements, cash basis fund balances are classified as follows:

Nonspendable - Amounts which cannot be spent because they are legally or contractually required to be
maintained intact (the City's Permanent Funds).

Restricted - Amounts restricted to specific pulposes when constrains placed on the use of the resources are

either extemally imposed by creditors, grantors, or state or federal laws or imposed by 1aw through
constitutional provisions or enabling legislation (the City's Special Revenue, Debt Service and Capital
Projects Funds).

Committed - Amounts which can be used only for specihc purposes pursuant to constraints formally
imposed by the Council through ordinance or resolution approved prior to year end. Committed amounts
cannot be used for any other purpose unless the Council removes or changes the specified use by taking
the same action it employed to commit those amounts (General Fund - Library purposes).
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Assigned - Amounts the Council intends to use for specific purposes (General Fund: Community Center
pulposes - $27,180, Park improvement purposes - 563,219, Fire department purposes - $120,161, Airport
purposes - $183,971, and Trees purposes - $10,000).

Unassigned - A1l amounts not included in other spendable classifications þortion of the General Fund).

E. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary Information.
During the year ended June 30, 2011, disbursements for the City of Rock Rapids only portion of the
budget did not exceed the amounts budgeted in any function at the end of the fiscal year.

(2) Cash and Pooled Investments

The City's deposits in banks at June 30,2011 were entirely covered by federal depository insurance or by the

State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for additional
assessments against the depositories to ensure there will be no loss of public funds.

The City is authorized by statute and its written investment policy to invest public funds in obligations of the
United States government, its agencies and instrumentalities; certificates of deposit or other evidences of deposit

at federally insured depository institutions approved by the City Council; prime eligible bankers acceptances;

certain high rated commercial paper; perfected repurchase agreements; certain registered open-end management

investment companies; certain joint investment trusts; and warrants or improvement certificates of a drainage

district.

The City had no investments meeting the disclosure requirements of Govemmental Accounting Standards Board
Statement No. 3, as amended by Statement No. 40.

(3) Notes Receivable - Revolving Loan Fund

The City established a Revolving Loan Fund for the purpose of lending monies for various economic development
projects at a reasonable rate of interest to promote economic development within the City.

The notes issued are payable over ten years at 3.5o/o for the first five years and an adjustable rate for the last five
years. The balances as of June 30,2011 are computed as follows:

Balance on June 30, 2010 s 47,355

New Notes Issued
Payments on Principal

Jwrc30,2072
June 30,2013
June 30,2014
June 30,2015
June 30, 2016
June 30, 2017 and After

60,000
( 31,163)

Balance on June 30,2011 S 76,192

The following are the scheduled amounts of notes receivable principal (net of allowance for doubtful accounts)

coming due for the fiscal years ending:

$ 7,558
7,835
8,1 l3
8,400
8,700

35,586

19
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Loans are carried as notes receivable until deemed uncollectible. As of June 30,2011, no allowance for doubtful
accounts has been recorded.

(4) Notes and Bonds Payable

Ar¡rual debt service/loan requirements to maturity for general obligation capital loan notes and grant anticipation
capital loan notes are as follows:

Year
Ended

June 30

General

Obligation
Capital Loan

Notes

Grant
Anticipation
Capital Loan

Notes Total

Principal Interest Principal Interest Principal Interest

2012
2013

20t4
20t5
2016
2017

201 8

20r9
2020

Total

400,000

410,000

345,000

355,000

365,000

375,000

390,000

405,000

420,000

107,722

99,217

89,5ó3

79,965
69,352
57,373

44,735

30,805

15,810

55,000

55,000

60,000

0

0

0

0

0

0

9,352
6,355
3,330

0

0

0

0

0

0

455,000

465,000
405,000

355,000

365,000

375,000

390,000

405,000

420,000

1I7,074
105,572

92,893

79,965
69,352
57,373

44,735

30,805

15,810

$3,465,000 594,542 170,000 19,037 3,635,000 613,579

During the fiscal year ended June 30, 2011, the City redeemed principal on long-term debt of $435,000, pa'

$126,940 in interest on the long-term debt and paid $1,350 in note fees. The general obligation capital loa^^

notes and grant anticipation capital loan were redeemed through the Debt Service Fund in the frscal year ended

June 30,2011.

The grant anticipation capital loan notes are to be repaid from an annual contribution in a minimum amount of
$65,000 to the City of Rock Rapids from the Trustees of the James W. and Ella B. Forster Charitable Trust.

(5) Pension and Retirement Benefits

The City contributes to the Iowa Public Employees Retirement System (IPERS), which is a cost-sharing multiple-
employer defined benefit pension plan administered by the State of Iowa. IPERS provides retirement and death

benefits which are established by state statute to plan members and benef,rciaries. IPERS issues a publicly
available financial report that includes financial statements and required supplementary information. The report
may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, Iowa, 50306-9117.

Most regular plan members are required to contribute 4.50Yo of their annual covered salary and the City is
required to contribute 6.95%o of covered salary. Certain employees in special risk occupations and the City
contribute an actuarially determined contribution rate. Contribution requirements are established by state

statute. The City's contributions to IPERS for the years ended June 30, 2011,2010 and 2009 were 532,253,
529,743 and$,27,079, respectively, equal to the required contributions for each year.
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(7)

(6) Other Postemployment Benefits (OPEB)

Plan Descriptiou. The City operates a single-employer retiree benefit plan which provides medical/prescription

drug benefits for employees and retirees and their spouses There are 9 active and no retired members

participating in the plan. Participants must be age 55 or older at retirement.

The medical/prescription drug benefits are provided through a fully-insured plan with V/ellmark Blue Cross and

Blue Shieid of Iowa. Retirees under age 65 pay the same premium for the medical/prescription drug benefit

as active employees.

Funding Policy. The contribution requirements of plan members are established and may be amended by the

City. fhe City currentþ finances the retiree benefit plan on a pay-as-you-go basis. The most recent active

member monthly premiums for the City and plan members are $568 for single coverage and $1,416 for

family coverage. ihe same monthly premiums apply to retirees. For the year ended June 30, 2011, the City

contributed 573,769 and plan members eligible for benefits contributed $24,470 to the plan.

Compensated Absences

City employees accumulate a limited amount of earned but unused vacation and sick leave hours for subsequent

ui" oi for payment upon termination, retirement or death. These accumulations are not recognized as

disbursements by the City until used or paid. The City's approximate liabilþ for earned vacation and sick leave

payable to employees at June 30,2011, primarily relating to the General and Road Use Tax Funds, is as follows:

Type of Benefit Amount
s 44,129

20 748

Total S 64,877

All of an employee's vacation is paid upon retirement, termination or death. If an employee, except aLibrary
employee, has ten or more years of service with the City, 15% of sick leave is paid upon retirement, termination

o. à"uth. No sick leave is paid upon retirement, termination or death for Library employees. The amount of
sick leave reported above only includes sick leave hours for employees that have affained the ten years or more

of service requirement.

This liability has been computed based on rates of pay in effect at June 30, 207I.

Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2011 is as follows:

Vacation
Sick Leave

(8)

Transfer to Transfer from Amount

General

Special Revenue:
Capital Projects

Special Revenue:
Local Option Sales Tax

Special Revenue:
Road Use Tax
Urban Renewal Tax Increment

00

13,694
26.506
40,200

Total

2l

$ 190,200



Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources.

(9) Risk Management

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. These risks are mainly covered by the purchase of
commercial insurance. The City assumes liability for any deductibles and claims in excess of coverage
limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the past
three fiscal years. Please see "Findings Related to the Primary Government Financial Statements: 11-G" in
regards to "hangar keepers coverage" for the airport.

(10) Employee Health fnsurance Coverage

The City of Rock Rapids provides group health insurance coverage for eligible employees through Wellmark
Blue Cross and Blue Shield of Iowa. The City assumes liability for claims against the insurance deductible of
up to $250 under an individual policy and $500 for a family policy. The City's expense for insurance premiums
and any deductibles paid for health insurance coverage is accounted for in the appropriate fund.

(11) Intergovernmental Agreement

The City has entered into an agreement with the Northwest Iowa Area Solid Waste Agency, a political
subdivision created in accordance with Chapter 28E of the Code of Iowa, for disposal of solid waste produced or
generated from within the City. There were no payments made during the fiscal year ended June 30, 201 1.

State and federal laws and regulations require the Agency to place a final cover on its landfill site when it stops
accepting waste and to perform certain maintenance and monitoring functions at the site for thirty years after
closure. The closure and post closure costs to the Agency have been estimated at $2,105,115 as of June 30,
2011 and the portion of the liabilþ that has been recognizedby the Agency as of June 30,2011 is $1,198,296.
Theestimatedremaininglifeofthelandfillis23yearsandthecapacityusedatJune30,20ll isapproximately
57 percent. The Agencyhas begunto accumulate resources to fundthese costs, As of June 30,2011, assets of
$1,481,831 are restricted for these purposes. The Agency has fully demonstrated financial assurance for closure
and post closure case costs as required by Chapter 1 1 I of the Iowa Administrative Code. No estimate has been
made as to the possibility of any future assessments to the City.

(12) Commitments

In February 2010, the Cþ approved continued funding to the Rock Rapids Development Corporation to be paid
from the General Fund as follows: FY201112012-565,730 andFY20I2l20l3-570,730.

In March 2011,the City entered into a contract for street construction. As of June 30,2071 the construction was
still in process. The total contract amount was $203,902. During the year ended June 3 0, 201 1, $51,828 was
paid to the contractor, and $152,074 was the remaining contract outstanding. (See "Subsequent Events" below)

In June 20ll,the City entered into a contract for $3,190 for painting of the swimming pool. As of June 30,2077,
the construction was still in process and the entire contract balance was outstanding. The project was finalized
in fiscal year 2012.

In June 2017, the Cþ entered into a contract for $9,625 for building improvements. As of June 30, 2071, the.
construction was still in process and the entire contract balance was outstanding. The project was finalized in
frscalyear 2012.
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In March 2011, the City approved a loan from the Revolving Loan Fund for $20,000, payable over 10 years at

3.SYofor the first 5 years and an adjustable rate forthe last 5 years.

(rs) Subsequent Events

Events that have occurred subsequent to June 30,2011 until the date of the audit report include the following:

In July 2011, the City accepted a bid for the construction of the Union Street Detention Basin project.

The contract amount of$139,544 (includes a subsequent change order to decrease the contract by $43) to

be paid from the Capital Projects Fund (through June 30,2012, $135,017 had been paid on the contract)'

In September and October 2011, the City approved change orders to the contract for street improvements

netting to an increase of $28,72 4 (total contract increased to $232,626). From July through October 2011,

payments were made from the Capital Projects Fund under the contract totaling $180,798. (See above

"Commitments")

In July 207I, the City was awarded funding by the Iowa Transportation Commission for a grant award of
B5%o of eligible costs up to a maximum state share of $78,200 for an airport improvements project' The

proj ect has been completed and payment of $7 5 ,667 was paid from the Capital Proj ects Fund. The City

will be reimbursed by the IDOT for $64,317 under the grant agreement'

In December 2011, the City authorized a loan from the Revolving Loan Fund in the amount of $20,000

payable over 10 years at 3.5Yo for the first five years and an adjustable rate for the last five years.

In January 2012, the City authorized a loan from the Revolving Loan Fund in the amourit of $20,000

payable over 10 years at 3.5Yo for the first five years and an adjustable rate for the last five years'

In March 2072, the City author'ued a loan from the Revolving Loan Fund in the amount of $20,000

payable over 10 years at 3.5Yo for the first five years and an adjustable rate for the last five years.

In March 2012, the City approved a construction contract for the Greene Street Utility Extension Project

for $77,832.40. In June 2012, a payment of $54,569 was made from the Capital Projects Fund for work

in process completed on this project.

In April 2012, the City approved a loan agreement and issuance of $600,000 in General Obligation

Capital Loan Notes and a levy of tax to pay for the notes to be used for construction purposes. Interest

ranging from 2.0%o to 2.35Yo is due semiannually; principal is due in annual installments of $200,000

beginning June 7,2021.

In April 2012,the City approved a loan agreement and issuance of $1,460,000 in General Obligation

Refunding Capital Loan Notes and a levy of tax to pay for the notes to be used to refinance the

$1,390,00b General Obligation Capital Loan Notes dated June 1, 2008. Interest ranging fr'om 0.80% to

1.80% is due semiannually; principal is due in annual installments beginning June 1, 2015.

ln May 2012, the City approved a contract for a sound/video system upgrade for the Forster Community

Center for $42,749.

a.

b.

c

h.

I

d

e.

f.

tb.

J
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City of Rock Rapids

Required Supplementary Information
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City of RockRapids

Budgetary Comparison Schedule of
Receipts, I)isbursements and Changes in Balances -

Budget and Actual (Cash Basis) - All Governmental tr'unds
Primary Government

Required Supplementary Information

Year Ended June 30,2011

Governmental Govemmental

Funds Funds

Actual Budseted

Budget to

Actual
Variance

Receipts:

Property Tax

Tax frcrement Financing

Other City Tax

Licenses and Permits

Use of Money and Property

Intergovernmental

Charges for Service

Special Assessments

Miscellaneous

Total Receipts

Disbursements:

Public Safety

Public Works

Health and Social Services

Culture and Recreation

Community and Economic Development

General Government

Debt Service

Capital Projects

Total Disbursements

Excess (Deficiency) of Receþs Over
(Under) Disbursements

Other Financing Sources, Net

Excess (Defrciency) of Receipts and Other

Financing Sources Over (Under) Disbursements

and Other Financing Uses

Balances Beginning of Year

s 7,320,420

177,782

187,085

8,594

50,243

546,418

329.933

I 18,360

228,9r8

r,3r5,429 4,991

12r,543 56,239

r73,4lr 13,674

10,500 ( 1,906)

105,513 ( 55,270)

696,t91 ( t49,779)
294,715 45,218

105,000 13,360

414,087 ( 185,169)

2,967,753 3,226,395 ( 258,642)

329,798

665,723

0

507,794

312,628

192,748

563,290

690,595

407,023

782,052

1,000

692,308

578,42r

228,567

564,229

1,206,000

11 ))<
716,329

1,000

184,514

205,793

35,819

939

515,405

3,322,576 4,459,600 1,137,024

( 354,823) ( t,233,205) 878,382

16,575 16.575

( 338,248) ( 1,233,205) 894,957

2,964,976 2.803.499 t61.477

s 2,626,728

0

Balances End of Year

26
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(Continued)
City of Rock Rapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances-

Budget and Actual (Cash Basis) - All Governmental Funds
Primary Government

Required Supplementary Information

Year Ended June 30,2011

Note: These figures do not reflect amounts included in the City's legally adopted budget for the Rock Rapids

Municipal Utilities, which is a component unit that was audited separately. The amounts that were removed for
the Rock Rapids Municipal Utilities from the original budget included $4,505,358 in receipts (charges for
service), 54,468,28I in disbursements (business type activities), balance beginning of year of $5,614,332 and

balance end of year of $5,651,409. Neither the City of Rock Rapids portion nor the Rock Rapids Municipal
Utilities portion of the budget was amended from the original adopted budget during the fiscal year ended June

30,201r.

a

S ee Accompanying Independent Auditor' s Report
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City of Rock Rapids

Notes to Required Supplementary Information - Budgetary Reporting

June 30,2011

The budgetary comparison is presented as Required Supplementary frformation in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
perspective differences resulting from not being able to present budgetary comparisons for the General
Fund and each major Special Revenue Fund.

Lr accordance with the Code of Iowa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds except Internal Service Funds (which there are none) for the
City of Rock Rapids. The City's adopted budget includes the Rock Rapids Municipal Utilities, which is a
legally separate component unit. The annual budget may be amended during the year utilizing similar
statutorily prescribed procedures.

Formal and legal budgetary control is based upon nine major classes of disbursements known as functions,
not by fund. These nine functions are: public safety, public works, health and social services, culture and
recreation, community and economic development, general govemment, debt service, capital projects, and
business type activities. Function disbursements required to be budgeted include disbursements for the
General Fund, the Special Revenue Funds, the Debt Service Fund, the Capital Projects Fund, the Permanent
Funds and the Enterprise Funds. Although the budget document presents function disbursements by fund,
the legal level of control is at the aggregated function level, not by fund. During the year there were no
budget amendments.

The Budgetary Comparison Schedule of Receipts, Disbursements and Changes in Balances - Budget and
Actual (Cash Basis) - All Governmental Funds - Primary Government does not reflect the amounts
included in the City's budget for the Rock Rapids Municipal Utilities. Please see the Rock Rapids
Municipal Utilities audit report for information conceming budget to actual figures for the Municipal
utiliries.

During the year ended June 30, 2011, disbursements did not exceed the final amended budget amount for any
function of the City only portion of the certified budget. However, disbursements in the community and
economic development function, which are included for the Rock Rapids Municipal Utilities, exceeded the
amount budgeted as part of the City of Rock Rapids' adopted budget (even though the combined total for
the community and economic development function was not exceeded).
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Other Supplementary Information
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City of Rock Rapids

Schedule of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Governmental Funds
Primary Government

As of and for the Year Ended June 30, 2011

Special Revenue

Employee

Benefits
Local Option

Sales Tax
Urban Renewal

Tax Increment
Revolving
Loan Fund

Receipts:

Property Tax
Tax Increment Financing
Other City Tax

Use of Money and Properly
Intergovermental

Miscellaneous

Total Receipts

Disbursements:

Operating:

Public Safety

Public Works
Culture and Recreation

Community and Economic Development

General Government
Total Disbursements

Excess (Deficiency) of Receipts Over
(Under) Disbursements

Other Financing Uses:

Operating Transfers Out

Net Change in Cash Balances

Cash Balances Beginning of Year

Cash Balances End of Year

Cash Basis Fund Balances

Nonspendable: Library Endowment &
Cemetary Perpetual Care

Restricted for:

Other purposes

Total Cash Basis Fund Balances

0 0

0

0

2,490
25,500

32,059

0

200,459 184,523 177,782 60,049

23,872

57,337

44,957

7,879
32,339

166,384 0 166,577 60,594

34,075 184,523 7t,205 (545)

0 (150,000) (26,506) 0

34,075 34,523 (15,301) (s4s)

49,747 26,238 81,651

s 83,822 34,523 10,937 81,106

$ 200,059

0

400

0

0

0

1

0

82

0

0

0

0

777

84,523

0

0

0

I

0

0

0

0

0

0

0

0

594

0

60s77

0

66

0

0

0

$0

0

000

83,822 34,523 10,93'7 81,106

$ 83,822 34,523

See Accompanying Independent Auditor's Report.
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Schedule I

0

0

0

0

0

0

0

0

0

0

0

7005,

0 5.700 628,5t3

0

0

0

0

0

0

0

0

5,700 234,958

0

49,180 208,816

54.880 267,268

2,000

0 210,3880
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Schedule 2
City of RockRapids

Statement of Indebtedness - Primary Government

Year Ended June 30, 2011

Oblisation
Date of

Issue

General Obligation Capital Loan Notes:
Street Improvements May 1,2008
Street Improvements June 1, 2010

Total

Grant Anticipation Capital Loan Notes:
Forster Community Building June 1, 1998 5.40-5.55% $ 670,000

Úrterest
Rates

2.90-4.00%
0.90-3.40%

Amount
Originally

Issued

Balance
Beginning

of Year

$ 2,175,000
1.675.000

$ 3.850.000

$ 220,000

Issued
During
Year

Redeemed
During
Year

Balance
End of
Year

1,ggo,ooo
1.475.000

Interest
Paid

Interest
Due and
Unpaid

0

0

2,550,000
1,675,000

0
0

0
0

185,000
200.000

77,188
37.700

0 385.000 3.465.000 114.888

0 50,000 170,000 12,052

See Accompanyrng Independent Auditor' s Report.



Schedule 3

City of RockRapids

Bond and Note Maturities - Primary Government

June 30,2011

General Obligation Capital Loan Notes

Street
Improvements

Street
Improvements

Year
Ending

June 30,
Interest
Rates Amounts

Interest
Rates Amounts Total

Issued June 1, 201 1 Issued Mav 1, 2008

20t2
2013
20t4
2015
20r6
2017
20t8
20r9
2020

Year
Ending
June 30,

t.20%
L55%
tSs%
2.25%
2ß0%
2.80%
3.I5%o
3.40%
3.40%

$ 205,000
210,000
140,000
145,000
145,000
150,000
155,000
160,000
165,000

3.t0% $
3.20Yo
3.35Yo
3.50%
3.60%
3.75o/o

3.8s%
3.90Yo
4.00%

195,000
200,000
205,000
210,000
220,000
225,000
235,000
245,000
255 000

$ 400,000
410,000
345,000
355,000
365,000
375,000
390,000
405,000
420,000

$ 1,475,000 $ 1,990,000 $ 3,465,000

Grant Anticipation
Capital Loan Notes
Forster Community

Buildine
Issued June 1, 1998

Interest
Rates Amounts

20t2
20t3
20t4

5.4s%
550%
5.55%
Total

$ 55,000
55,000
60 000

$ 170,000

See Accompanying Independent Auditor' s Report.
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Schedule 4
City of Rock Rapids

schedule of Receipts byäiï:å"r,L}sf;rsements by Function -
Primary Government

For the Last Nine Years

20r0 2009 2008 2007 2006

Receipts:

Property Tax
Tax [rcrement Financing

Other City Tax
Licenses and Permits

Use of Money and Property

úrtergovemmental*

Charges for Service

Special Assessments

Miscellaneous

Total Receþts

Disbursements:

Operating:

Public Safety

Public Works

Culture and Recreation

Community and Economic
Development

General Govemment**

Debt Service

Capital Projects

2A1r

s 1,320,420

777,782

187,085

8,594

50,243

546,418

329,933

I 18,360

228,918

$ 329,798

665,723

507,794

37i¿,628
t92,748

563,290

ó90,595

1,148,455

124,264

181,385

7,354

67,890

518,490

300,259

361,821

r84,592

275,426

885,920

592,245

290,526
2r4,l2l
946,888

1,107,806

1,243,128

116,926

181,954

10,424

106,550

854,690

302,792

26,282

114,904

462,199

499,689

467,023

252,009
176,716

899,413

1,952,377

r,204,5r4
106,300

172,028

10,685

94,146

454,564

286,758

3,292

142,727

237,072

602,819

4g9,ll2

224,259
t70,643

840,100

432,0r2

r,281,476

97,323

177,454

10,1 83

128,669

569,711

279,477

4,565

153,097

208,849

467,370

5r2,154

210,810
163,409

606,850

577,829

1,143,078

58,816

150,698

10,309

85,901

631,r32

257,502

3,474

277,009

205,274

507,579

515,733

332,804
r53,684
538,022

61,206

2005

1,181,996

65,530

149,617

r0,032
44.256

502,983

252,326

3,9r5
123,t93

250,076

449,503

472,025

239,382
r52,184
483,1 1 1

183,434

2004

1,188,762

59,727

136,968

7,678

34,r84

722,305

243,203

25,120

185,300

242,243

601,982

384,4r4

370,r03
206,552

515,759

95,876

2003

1,004,626

25

r39,648

7,680

38,059

559,510

223,498

r07,964

136,677

224,089

412,233

336,579

58,903
559,428

r,046,698

616,287

s 2,96'7,753 2,gg4,5l} 2,957,650 2,474,408 2,70r,955 2,617,859 2,333,848 2,603,187 2,217,687

Total Disbursements $ 3,32'.¿,576 4,312,932 4,703,426 2,996,017 2,741,271 2,314,302 2,229,715 2,416,929 3,254,217

*Intergovernmental includes a $10,0,000 donation in both 2007 and2003 fromthe Rock Rapids Municipal Utilities that were reported as "special items"

**Generalgovemmentincludes a'5277,300donationin2003totheRockRapidsMunicipalUtilitiesthatwasreportedasa"specialitem".

See Accompanying lndependent Auditor' s Report.



City of RockRapids

Independent Auditor's Report on Internal Control
over Fintnclal ReportÍng and on Compliance and

Other Matters Based on an Atrdit of X'Ínancial
St¿tements Performed in Accordance with

G overwne nt Audítìng Støndørds



J

36



DE NOBLE &COMPAÌW PC

111 S. Story Street
Rock Rapids,IA51246

Certified Public Accountants

MEMBERS
American Institute - Certified Public Accountants

Private Companies Practice Section

Iowa Society - Certified Public Accountants

Phone: (712)472-2549
Fax: (772) 472-2540

Email : ssdnrr@hickorytech.net

Indenendent Auditor's Report on
Internal Control over X'inancial Renorting and on Compliance and Other Matters

Based on an of tr'inancial Statements Performed Accnr¡lance with
Government Auditins Standards

To the Honorable Mayor and Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, each major fund and the

aggregate remaining fund information of the City of Rock Rapids, Iowa, as of and for the year ended June 30,2011,
which collectively comprise the City's basic primary government financial statements listed in the table of contents, and

have issued our report thereon dated June 28, 2012. Our report expressed unqualified opinions on the primary
government financial statements which were prepared in conformþ with another comprehensive basis of accounting.

However, the financial statements referred to above include only the primary government of the City of Rock Rapids,

Iowa, which consists of all funds, organizations, institutions, agencies, departments, and offices that comprise the City's
legal entity. The financial statements do not include financial data for the City's legally separate component units,

which accounting principles prepared on the basis of accounting described in Note 1 require to be reported with the

f,rnancial data of the Cþ's primary government, As a result, the primary government financial statements do not

-rurport to, and do not, present fairly the cash basis financial position of the reporting entity of the City of Rock Rapids,

Iowa, as of June 30,2011, and the changes in cash basis financial position for the year then ended in conformity with the

basis of accounting described in Note l We conducted our audit in accordance with U.S. generally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Rock Rapids' internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the primary
govemment financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Rock Rapids' internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness

of the City of Rock Rapids' internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the

preceding paragraph and was not designed to identiô/ all deficiencies in internal control over financial reporting that

might be significant deficiencies or material weaknesses and therefore, there can be no assurance all deficiencies,

significant deficiencies or material weaknesses have been identified. However, as described in the accompanying

Schedule of Findings, we identified certain deficiencies in internal control over financial reporting that we consider to be

material weaknesses and other deficiencies we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements

on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that
here is a reasonable possibility a material misstatement of the City's financial statements will not be prevented or

detected and corected on a timely basis. We consider the deficiencies described in the accompanying Schedule of
Findings as items 11-4, B, E, F, G,I, L and M to be material weaknesses.

5t



A significant deficiency is a deficiency or combination of deficiencies in internal control which is less severe than

a material weakness, yet important enough to merit attention by those charged with governance. We consider the

deficiencies described in the accompanying Schedule of Findings as items l1-C, D, H, J and K to be significant
deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Rock Rapids' primary government financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant agreements, non-compliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance with those provisions was

not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of non-compliance or other matters that are required to be reported under Government Auditing Standards.

However, we noted certain immaterial instances of non-compliance or other matters which are described in the

accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the City's operations for the year ended June 30,

20lI are based exclusively on knowledge obtained from procedures performed during our audit of the primary
government financial statements of the City. Since our audit was based on tests and samples, not all transactions that
might have had an impact on the cornments were necessarily audited, The comments involving statutory and other legal

matters are not intended to constitute legal interpretations of those statutes.

The City of Rock Rapids' responses to findings identified in our audit are described in the accompanying
Schedule of Findings. While we have expressed our conclusions on the Cþ's responses, we did not audit the Cþ of
Rock Rapids' responses and, accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials, employees and

citizens of the City of Rock Rapids, Iowa and other parties to whom the City of Rock Rapids may report, and is not
intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the City of
Rock Rapids during the course of our audit. Should you have any questions concerning any of the above matters, we

shall be pleased to discuss them with you at your convenience.

þu$ilfiU, 2, Cî$tta,M{ ?O
De Noble & Company PC
Certifi ed Public Accountants

June28,2012
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City of RockRapids

Schedule of X'indings

Year Ended June 30' 2011

:

INTERNAL CONTROL DEFICIENCIES:

1 1-A

1 1-B

Segregation of Duties - One important aspect of internal control is the segregation of duties among

"-ploye"r 
to prevent an individual employee from handling duties which are incompatible. We noted

that the handling of cash and numerous recordkeeping functions are not entirely separated among

employees.

Recommendation - We realize that with a limited number of offrce employees, segregation of duties is

difficult. However, the City should review its control procedures to obtain the maximum internal control

possible under the circumstances. An independent person could be used to regularly approve time

iheets, check paychecks for accuracy, veriff vacation and sick leave, examine employee expense

reimbursements, periodically examine investments, review invoices and review the financial records.

Response - We will continue to investigate the options we have within economic constraints and

segrigate duties to the extent possible with existing personnel. We have made arrangements to utilize

the Rock Rapids Municipal Utilities personnel to prepare the bank reconciliations for our accounts.

Conclusion - Response accepted. It is important that you continue to attempt to implement these

recommendations.

Records of Accounts - The Library Board maintains the accounting records pertaining to the operations

of the Library. These transactions are not recorded in complete detail in the Clerk's records (only the

totals for the fiscal year are entered in the Clerk's records), Chapter 384.20 of the Code of Iowa states in

part that "a ciiy shall keep accounts which show an accurate and detailed statement of all public funds

collected, received, or expended for any city purpose."

Recommendation - For better accountability, financial and budgetary control, all financial activity of all

City accounts should be recorded in the Clerk's records'

Response - The financial activity and balances of the Library are subjected to annual audit and are

hanáled by responsible individuals. No irregularities and only minor errors have ever been detected. If
the Library Board has an individual who is willing and able to provide her services for no additional

remuneration, the City Clerk will continue to review the Library Board's reports that are provided on a

monthly basis as a form of control and enter the fiscal year totals in the Clerk's records.

Conclusion - Response acknowledged. The Cþ of Rock Rapids is aware of our recommendation.

Capital Assets/Inventory Records - A complete record of capital assets/inventory is not maintained.

Capital assets are not all marked for identification purposes.
1 1-C
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1 1-D

11-E

City of Rock Rapids

Schedule of Findings

Year Ended June 30,2011

Recommendation - To facilitate the proper insurance, maintenance and safeguarding of these assets,

such records should be established. A reconciliation of all property, equipment and inventory should be

taken by an independent person at least once a year and compared against capital assets/inventory
records. Capital assets should be marked for identification purposes to assist in the existence and
accountability functions.

Response - The administrative office and public works department have compiled a complete record of
mobile equipment assets and are continuing to work toward compiling a complete record of all capital
assets.

Conclusion - Response accepted. Please continue to make an effort to develop inventory/capital assets

records, perform an annual independent verification of existence and work on marking capital assets for
identification purposes,

Off-Site Storage of Manual Records - There may be some benefit to having some of the manual records
duplicated and the copies stored at an off-site location.

Recommendation - Sensitive manual records should be evaluated for needed protection and stored at an
off-site location.

Response - We will continue evaluating the manual records for what may need to be stored off-site.

Conclusion - Response accepted. Please do attempt to evaluate the manual records.

Payroll Time Sheets/Time Cards - Payroll time sheets/time cards are not always being signed/initialed
by the employee. Additionally, the employee's direct supervisor should be signing the time sheets/time
cards as indication that the time sheet/time card has been formally approved.

Recommendation - The City should consider the need to require all City personnel to sign their daily
time sheets or time cards. All City time cards/sheets should have signature lines for the employee and
the employee's direct supervisor that should be required to be completed before payroll is paid in order
to attest to the accuracy of hours worked.

Response - Procedures have subsequently been established to require that time sheets and time cards are
formally approved and signed by the employee's supervisor during payroll processing.

Conclusion - Response accepted. Please make sure the procedures are followed by all personnel.
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I 1-F

1 1-G

1 1-H

City of Rock Rapids

Schedule of Findings

Year Ended June 30' 2011

Job Rotations - Financial personnel's duties are not always rotated for a period of time each fiscal year

Recommendation - The Cþ should consider the need for financial personnel (including the Library) to

ánnually take a minimum amount of vacation time and each person's duties should be done by another

employLe when a person is on vacation. The City needs to have individuals who are trained in an

employee's position in case of an emergency to provide backup support.

Response - We will continue to work toward being able to rotate duties within economic constraints.

Wãi'tt"-pt to minimize any potential problems in this area through supervisory review ofjób duties'

Conclusion - Response acknowledged. Please attempt to rotate financial personnel's duties on a regular

basis. Please make sure the Library addresses this also.

Insurance Policy - The City has received a recommendation from its insurance provider to require

"hangarkeepers coverage" in the aþort's fixed base operator lease. This is a separate policy that covers

the aircraft that is being serviced or repaired by the lessee, as this is not covered by the general liability
policy.

Recommendation - The Cþ should consider the need to require an adequate amount of "hangerkeepers

coverage" in its airport operator lease.

Response - The City will continue to evaluate the necessþ to require "hangarkeepers coverage" in the

airport's fixed base operator lease.

Conclusion - Response accepted. Please make sure your City Attorney and insurance'agent are in

agreement that the City has adequate coverage based on the risk the City is willing to accept,

Accounting Procedures Manual - The City Library does not have an updated accounting procedures

manual for the Library's accounting system.

Recommendation - An updated accounting procedures manual should be prepared, adopted by the

Library Board and implemented for the Library's accounting system.

Response - We will work on updating the Library's accounting procedures manual.

Conclusion - Response accepted.

Management Procedures - Based on findings during the audit, we identified that there appears to be a

t.o"t of oversight by management over developing internal control, compliance and antifraud procedures

and monitoring existing pròcedures that are in place to ensure the procedures are enforced.

Recommendation - City management needs to establish policies and procedures that ensure effective

internal control, compliance and antifraud procedures are in place and monitored on a regular basis,

1 1-I
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City of Roek Rapirls

Schedule of Findings

Year Ended June 30,2011

City management needs to review any audit findings identified and assess the level of risk associated
with each finding and incorporate this assessed level of risk into its development of policies and
procedures.

Response - The City expects to completely resolve items 11-E, 11-J, 11-K, 1 l-L, 77-6, 11-8, 11-9, 11-10
and I 1-1 1. We will continue to work on the other comments/recommendations within time constraints.

Conclusion - Response accepted

1l-J Amortization of Interest on Notes Receivable- During the year, there were payments received in
the Revolving Loan Fund for a note receivable which were in excess of the scheduled monthly
payments as determined by the terms of the note receivable. However, the payments were
atnofüzed based on the original amofüzation schedule, resulting in an incorrect accounting
between principal and interest received.

Recommendation - The City should implement procedures to ensure that payments received on
notes receivable arc amofüzed between interest and principal based on the actual day received.
Additionally, the antortization schedules for notes receivables should be adjusted accordingly for
payments received in excess of the monthly scheduled amount.

Response -'We will implement your recommendation.

Conclusion - Response accepted.

1l-K Accumulated Compensated Absences Pay - We noted an instance where an employee was paid
the wrong amount of accumulated compensated absences pay due to an effor in the calculation
of the number of hours the employee had accrued.

Recommendation - The City should implement procedures to ensure that accrued compensated
absences are calculated properly.

Response -'We will implement your recommendation

Conclusion - Response accepted.

Bank Signature Cards - The authorized bank account signers' list for the airport checking
account still includes airport advisory board members who no longer have any authority to
instigate any financial transactions.

Recommendation - The City needs to remove the unauthorized airport advisory board members
from the airports bank account signers' list. Procedures need to be established to ensure that
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11-M

City of Rock RaPids

Schedule of Findings

Year Ended June 30r20ll

individuals who are no longer authorized to make financial transactions are immediately

removed from all authorized signers' lists.

Response - We have updated the signature cards to remove these individuals.

Conclusion - Response accepted.

On-Line Banking Procedures - The City does not have procedures in place to review on-line

banking activity regularly. The UCC provides that businesses have two days to detect a

fraudulent bank transaction in order for the financial institution to be responsible for the

transaction.

Recommendation - The Cþ should implement procedures to review their online banking

account frequently in order to ensure fraudulent activity would be detected and reported within
the allotted timeframe provided by the UCC.

Response - We will implement procedures to review on-line banking activity on a regular timely
basis.

Conclusion - Response accepted.

INSTANCES OF NON-COMPLIANCE :

No matters were noted.
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Other Findinps Related to

City of RockRapids

Schedule of Findings

Year Ended June 30,2011

red Sfafuforv Renorfino:

r 1-1 Certifred Budget - Disbursements during the fiscal year ended June 30, 2011 did not exceed the amount
budgeted in any of the functions for the Cþ of Rock Rapids only portion of the certified budget.
However, although the combined legal budget for the City of Rock Rapids was not exceeded in the
community and economic development function, disbursements in the community and economic
development function for the Utilities only portion of this adopted budget, which are included for the
Rock Rapids Municipal Utilities, exceeded the amount budgeted as part of the City of Rock Rapids'
adopted budget. Please see the Rock Rapids Municipal Utilities audit report for the reportable comment
made concerning this deemed certified budget non-compliance.

tt-2 Ouestionable Expenses - We noted no disbursements which we believe may not meet the requirements
of public purpose as defined in an Attomey General's opinion dated April 25,1979.

1 1-3 Travel Expense - No disbursements of Cþ money for travel expenses of spouses of City officials or
employees were noted.

rt-4 Business Transactions - No business transactions between the City and City officials or employees were
noted.

I 1-5 Bond Coverage - Surety bond coverage of City officials and employees is in accordance with statutory
provisions. The amount of coverage should be reviewed annually to ensure that the coverage is adequate
for current operations.

rt-6 Council and Board Minutes - No transactions were found that we believe should have been approved in
the Council or Library minutes but were not. However, per the Iowa Code Chapter 372.12(6), the City is
required to provide public notice for all committee and advisory board meetings. It was noted that the
City does not provide public notice for all committee and advisory board meetings.

Recommendation - The Cþ should timely post public notice in a public place for all committee and
advisory board meetings.

Response - We will post public notice for all committee and advisory board meetings in accordance with
the Code of lowa. We will work toward ensuring that all open meeting requirements are met.

Conclusion - Response accepted

Deposits and Investments - No instances of non-compliance with the deposit and investment provisions
of Chapter I2B and l2C of the Code of Iowa and the City's written investment policy were noted.

1t-7
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1 1-8

I l-9

1 1-10

City of Rock Rapids

Schedule of Findings

Year Ended June 30,2011

Internal Revenue Service Reporting Compliance - The City Council authorized gift certificates to

"tnptoy".r 
unA properly documented public purpose for the disbursement. However, the City treated

theie payments as non-taxable to employees, when in actualþ, these are taxable earnings to the

employees per Internal Revenue Code regulations.

Recommendation - The City should follow Internal Revenue Code regulations by properly reporting gift

"".tift"ut"r 
issued to employees as taxable earnings to the employees. The City should amend prior tax

reports and forms that were filed improperly.

Response - We will implement procedures to ensure gift certificates issued to employees are reported as

taxable.

Conclusion - Response accePted.

Compilation of Ordinances - In accordance with Chapter 380.8 of the Code of Iowa, the Cþ must at

t"urt ut-"ully compile a supplement to the Code of Ordinances consisting of all new ordinances and

amendments to ordinances which became effective during the fiscal year. We noted that the supplement

to the Code of Ordinances did not include all ordinances adopted in fiscal yeat 207012011 and that the

table of contents was not updated.

Recommendation - The County should update the supplement to the Code of Ordinances annually as

required by Chapter 380.8 of the Code of Iowa.

Response - We will update the supplement to the code of ordinances and make sure the compilation of
ordinances gets done timely in the future'

Conclusion - Response accepted.

Elected Officials Retirement Plan Coverage - Under the Social Securþ Act and Section 218 of an

Agr""-*t between the State of Iowa and the Social Security Administration, if a part-time elected

official's wages are covered by IPERS, then that person's wages cannot also be covered'under Social

Security. Wã noted two officials who were contributing to both Social Security and IPERS and the City

was providing matching funds for both retirement plans'

Recommendation - The City should implement procedures to ensure that elected officials are only

*nt iUutirrg to either IPERS or Social Security, but not both. Additionally, the City needs to make

a-djustments for all previously reported Social Security contributions for these employees'

Response - We will implement the recommendation'

Conclusion - Response accepted.
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Conclusion - Response accepted.
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David De Noble, CPA, Senior Auditor
Carmen Austirq CP,\ Senior Auditor
Kayla Reck, Assistant Auditor
Nathan Hoekstra, Assistant Auditor
Craig Hoekstra, Assistant Auditor
Cory Le-man, Assistant Auditor




